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Canada's new Prime Minister Jean Chretien, who is scheduled to take office on Nov. 4, has said
that he would like to see the section on subsidies in the North American Free Trade Agreement
(NAFTA) be reopened for negotiations. Chretien's request is partly related to Canada's ongoing
dispute with the US over agricultural export subsidies, especially in the cases of wheat, lumber,
hogs, pork and other products. Most recently, the two sides have been involved in a dispute over
US subsidies for wheat sales to Mexico (see SourceMex, 08/18/93). In fact, on Oct. 24, the Canadian
government then controlled by the Progressive Conservative Party asked for the creation of a special
disputes panel to determine whether the US subsidies on wheat sales to Mexico violate terms of
the US-Canada Free Trade Agreement (FTA). At that time, Canadian Agriculture Minister Charles
Mayer told the government news agency Notimex that Mexico constitutes an important market
for Canadian wheat producers. "Canada will not surrender that market to subsidized US wheat,"
he said. If NAFTA is enacted, the new treaty would supersede the FTA. Chretien is concerned that
NAFTA does not adequately protect Canada against US subsidies, including agriculture, and has
indicated that he would seek to make the necessary changes in the treaty. The US Department of
Agriculture (USDA) subsidizes wheat exports to Mexico and other countries mainly through its
Export Enhancement Program (EEP), which provides direct subsidies to agricultural exporters
to sell their product at a lower prices. For the month of October alone, US exporters sold at least
22,000 MT of wheat to Mexico through the USDA's EEP subsidy program. The USDA paid exporters
subsidies of about US$35 to US$36 per MT for selling the wheat at a lower price. As of Oct. 27, out
of a total annual allocation of 1.4 million MT of wheat for Mexico under the EEP program, about
1.06 MT was still available. In fact, just two days before the Canadian request for establishment
of the special FTA dispute panel, the USDA announced that US$1 billion will be made available
in fiscal year 1994 (October 1993-September 1994) to guarantee private short- and medium-term
loans to US exporters who sell agricultural products to Mexico. The export credit guarantees, which
supplement the EEP program, include US$100,000 for wheat. The guarantees also cover oilseeds
and vegetable oil, commodities which the US and Canada both export to Mexico. Other products
covered include rice, dried vegetables, wood products, cotton, frozen meat, leather, and high-protein
animal feed. (Sources: La Jornada, 10/19/93, 10/24/93; Agence France-Presse, 10/18/93, 10/21/93,
10/22/93, 10/27/93)
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